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ENVIRONMENTAL POLICY

1. All forms of energy conversion and utiliza
tion, including the generation, transmission
and use of electnicity, have some impact on
the environment. Centerior Energy works to
balance its stewardship of natural resources
with society's need for a reliable supply of
electric power at reasonable cost to maintain
health, safety and a desirable standard of living

2. Among our prime corporate objectives is
conformance with all laws and regulations

relating to our impact on the air, the water,

the land and their inhabitants,

3. We maintain corporate monitoring programs
to ensure that we meet our own standards
and those ef regulatory agencies. Employees
are encouraged to bring environmental
concerns to management's attention. When
environmental incidents occur, we move
quickly to take remedial action.

4. Environmental considerations are an
integral part of all of our planning and
decision-making.

ENVIRONMENTAL COMMITMENT

Centerior takes pride in its historic commitment to
the environment. We installed pollution control
devices at our power plants as early as the 1920s,
long before such devices were mandated by the
government. In the past two decades, we have
spent approximately $1 billion on environmental
improvemnent. A significant portion of customer
bill payments today represents a contribution to a
cleaner environment.

Late last vear, Congress passed the Clean Air Act
of 1990. For more than a year before enactment of
the legislation, we had been cxploring possible strat-
egies to further reduce sulfur dioxide emissions at
our coal-fired power plants at the lowest possible
cost. We are favorably positioned to mecet the new
emission standards with mimmal impact on the
rates we charge customers

Between 1977 and 1989, we reduced sulfur dioxide
emissions by 50%, from about 600,000 tons a vear
to 300,000 tons a year. The new legislation requires
a further cut of 180,000 tans by the vear 2000,

T6 achieve that reduction, we are preparing a
balanced strategy that includes several possibilities,
such as increased use of low-sulfur coal and repower
ing of some units with clean-coal technologies or
gas co-firing. Another possibility is installation of

5. We endeavor to use nature's resources effi-
clently. We seek ways to reeyele matenials and
reduce waste. By -products of ¢lectnic energ)
production and utilization are handled safely
and disposed of responsihbly.

6. We work cooperatively with customers, with
community groups and with local, state and
federal authorities to analyze environmental
needs on a saentific basis and to develop bal-
anced responses. We communicate clearly and
promptly on environmenital issues of concern,

7. We employ integrated resource planning
and demand-side managemenit to improve the
efficiency with which we produce electric
power and with which our customers use it in
their homes, bustnesses and factories, thus
moderating the environmental impact of
electric power production. We inform customers
thraugh many communication channels about
ways to consenve electric energy

8. We support the research and development
of generating technologies and energy-efficient
systerns which promise enhanced safekeeping
of the environment while maintainung our
modern way of life.

scrubbers at one or more generating units, Scrubbers
are large-scale chemical treatment facilities that
cleanse sulfur dioxide from plant stack emssions,

We estimate that achieving the required sultur
dioxide reductions could cost $400-$700 million in
capital spending over the next 10 years, This capital
cost vould be recovered through a one-time rate
increase in the range of 2-4% in the late 1990s and
another after 2000 for a total increase of 7.8%.
Overall, these increases, spread aver a 10-year
period, would average less than 1% a year,
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At this writing, we have achieved sole-supplier
contracts with all of the 48 incorporated municipal
ities served exclusively by Toledo Edison except for
the largest, the City of Toledo.

On January 31, 1991, we announced our intent to
seek PUCO approval to roll back the 2.74% rate
increase for all residential and small commercial
customers in the City of Toledo and the rest of
Toledo Edison's service area and to apply the
additional 4% rate reduction to these residential
customers by vear end. This action would extend
our rate-reduction benefits throughout the Toledo
Edison service area, thus ensunng that Toledo area
customers are treated uniformiy.

We estimate that, with the entire Toledo Edison
service area participating, these rate reductions
would reduce our annual revenues by about $17
million, which represents 0.75% of 1990 revenues.
We have concluded that it is in our share owners’
best long-term interests to accept this modest
reduction in revenues in order to maintain our
Toledo Edison customer base.

In the Cleveland Electric service area, Cleveland
Public Power (CPP) continues its $50 million
expansion into ' ¢ eastern part of Cleveland. CPP's
kilowatt-hour sales equal about 2.5% of Centerior's,
The expansion, as now planned, could take away
about 20,000 of our customers, primarily residential
users, over the next several vears, This could reduce
revenues by about $ 10 million although there would
be partally offsetting reductions in operation
expenses and taxes, We have retained large commer
cial and industnal customers in Cleveland despite
CPP's expansion efforts, primarily because of our
higher level of reliability. In January 1991, we
announced plans for a new, $28 million substation
complex to provide service needed for downtown
Cleveland business expansion, further evidence of our
commitment to service reliability and economic
development.

In November 1990, Cleveland voters approved a
charter amendment allowing transfer of tax monies
to support municipal utility departments, including
CPP. Such transfers in years past, without legal
authonzation, led to our taxpavers’ lawsuit against
the City of Cleveland and a court decision in 1990
ordering the City to make repayment with interest to
its general fund. The City has submitted a 10-year
payment plan totaling 47 million, but the payment
wssue is still under appeal by both parties,
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DEMAND-SIDE MANAGEMENT

In 1989, the PUCO issued guidelines for Integrated
Resource Planning, requiring electnic utilities through-
out the state to investigate both supply side and
demand-side measures in planning the most cost-
effective means to meet future electricity needs.

The traditional supply-side response to growth
in electricity consumption is to build new power
plants. In contrast, demand-side measures are
designed to encourage customers to conserve and
to shift some of their energy consuniption from
high-use to low-use periads. This would slow peak
demand growth and delay the need for new facilities.

We launched several successful demand-side
management programs in 1990, We anticipate
spending about $%5 million through the year 2000
for further initiatives.

Demand-side management programs permit
customers to achieve greater control over their
electriaity usage and realize price advantages, Utilibies
and their investors, in turn, benefit from the more
efficient and cost-effective use of existing
generation and transmission facilities. We estimate
the demand-side programs we have planned for
the 1990s will enable us to defer for several years
capital outlays of up to $1 billion for new facilities.

As we atternpt to change customer usage pattemns,
we are focused on three applications —valley
filling, encouraging new off-peak load such as

AVERAGE RETAIL PRICE PER
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MANAGEMENT'S STATEMENT OF RESPONSIBILITY FOR
FINANCIAL STATEMENTS

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS




SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

GENERAL

PRE-PHASE-IN DEFERRALS OF OPERATING
EXPENSES AND CARRYING CHARGES

REVENUES

PHASE-IN DEFERRALS OF OPERATING
EXPENSES AND CARRYING CHARGES




DEFERRED GAIN AND LOSS FROM
SALES OF UTILITY PLANT

NTEREST CHARGES

PROPERTY, PLANT AND EQUIPMEN

FEDERAL INCOME TAXES




MANAGEMENT'S FINANCIAL ANALYSIS
RESULTS OF OPERATIONS

Overview
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INCOME STATEMENT
19
l Operating Revenuvs 32 367 .67
Operating Expenses
412 .63
8BRS R
251.64(
283 4%
50, 94(
L4 A'\.
Q¢ ]
1 863 088
Operating Incomé 504 67¢
Nonoperating Income
' 88
2056,08¢
2.948)
200,008
3 income Before Interest Charges 04 58¢
interest Charges
384 278
{5.983
378,288
Income (Loss) After inierest Charges 326,300

Income {Loss) Belore Cumulative Effect of ar

Accounting Change 264 45¢

Cumulative Effect on Prior Years (to December 31, 198

of an Accounting Change for Unbilled Revenues (N«
of Income Taxes of $18.729,000
Net income (LOSS $ 264,459
Average Number of Common Shares Quistanding
(thousands ) 138 BAE
Earnings (Loss) Per Common Share
S 1 Q
;
b )
Dividends Declaret Dar ammon Shars g g
8 v




MANAGEMENT'S FINANCIAL ANALYSIS

CAPITAL RESOURCES AND LIQUIDITY
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CasH FLows

Cash Flows from Operating Actth (1)

CENTERIOR ENERGY CORPORATION AND SUBSIDIARIES
For the years ended December 31,

Net Income (Loss) . e :
Adjustments to Rac0ncule Net Income (Loss) to Cash from
6perahng Activities
Depreciation and amortization
Deferred federal income taxes . ..
investment tax credits, net .
Write-off of nuclear costs. . ............... rar
Deterred and unbilled revenues .. ... ... oo
Deterred fuel . . .. e
Carrying charges capulahzad ET R 4 ]
Leased nuclear fuel amortization . ...... ... it
Deferred operating expenses, nel £ v
Allowance for equity funds vsed during cnnstruchon .
Amortization of reserve for Dayis Besse refund obligations to
customers . : LT
Pension settlement gam oy,
Cy nulative effect of an accountmg change s
Changes in amounts due from customers and otiiers, net
Changes in inventones . . . . . e L T ot e e
Changes in accounts payable .. ..
Changes in working capital aﬂechng operahons
Other noncash items .. .......

Total Adjustments . . . o
Net Cash from Operating Au»vmes

Cash Fiows from Financing Activities ()

Bank loans, commercial paper and other short-term debt ..
Debt issues

First morigage tonds .. .. ... ..

Secured medium-term notes . .

Term bank loans .
Commaon stock issues .. ... .. N
Reacquired common stock ... ..
Maturities, redemptions and smkma funds
Nuclear fuel lease and lrust obligations
Common stock dividends paid .
Premiums, discounts and expenses

Net Cash from Financing Achvmes

Cash Flows from Investing Activities ()

Cash applied to constructicn . . .. T
Interest capitalized as allowance for bonowecl !unds used

dunng construction . -
Cash withdrawn from; sale and leaseback and other trusts . .
Other cash appled . . SO

Net Cash from |nveslmg Achvmes

Net Change in Cash and Temporary Cash lnvoﬁmnu
Cash and Temporary Cash Investments at Beginning of Year
Cash and Temporary Cash Investments at End of Year

(1) Interest paid was $375.000.000, $367,000,000 and $373,000,000 in 1990, 1989 and 1988, respectively
income taxes paid were $21,185,000, $9 058 000 and $76,534 000 in 1990, 1989 and 1988 respectively
(2) Increases in nuclear fuel and nuclear fuel lease and trust obligations in the Balance Sheet resulting from the
noncash capitalizations ur-ter nuclear fuel agreements are excluded from this statement

1990 1989 1988
{thousands of dollars )
$ 264459 § 66886 § (73960)
251,640 280 918 264 824
142,190 181,240 (37.422)
(34,287) 1179 (3,687)

- — 634 355
(60,792) (74,792) 23842
;“.“3) 25,086 (54 601)

(205,085) (299,159) (372.1565)

84,150 102,120 77.196

(43,311) (66,623) (188.209)

(7,883) (16,930) (13,504)

......... - (24.817) (41.118)
,,,,,,,, (40,966) - -

— - (28,163)
(26,445) (13.486) 5,384
{29,015) (3.029) 10,283

63,610 (10,732) 73,765
(24,913) 17,120 17,058
(10,772) (10,319) (8.510)
46,278 87,776 259 348
310,737 354 662 __ 185,388
109,888 29 (36,585)
....... 167,300 123,800 239,430
337,500 212,500 —
31,000 40,000 -
s 740 1,539
(25,601) (19.804) _—

vvvvv (395,287) (370,747) (384 178)
én.on) (86.589) (77.196)
(222,482) (224,947) (259,022)

(7,360) (2,622) 1,176

(104,118)  (327.640) (514,806)
(237,436) (223.881) (313,187)

(5,983) (12,929) (6,137)

- - 374 085

(13,08%5) (17,866) (7,351)
(256,484) (254 676) 47 440
(49,865) (227.654) (281.978)
103,143 330797 612,775
$ 53278 $ 103,143 $ 330.79_Z

The accompanying notes and summary of significant accounting policies are an integral part of this statement



BALANCE SHEETY

ASSETS
PROPERTY, PLANT AND EQUIPMENT

CURRENT ASSETS

DEFERRED CHARGES

i

$ 8,648,888
2,056,244
6,592,644

268,38€
£65,149
7,726,179
522,672
45,452
8,294,303

53,278
242,761
80,866
108,758

52,578

218 444
9,922

66 607

165,904
119,623

0,564
634,595
629,744
202,895
2,833, 32¢

$11,894,235




CENTERIOR ENERGY CORPORATION AND SUBSIDIARIE S

_December 31,

(thousands of dollars )
CAPITALIZATION AND LIABILITIES

CAPITALIZATION
Common shares, without par value (stated value of $189 460 000
and $191,71C,000 for 1990 and 1989, respectively)
180,000,000 authorized, 138,401,000 (excluding 2,511,000
shares in Treasury) and 132,782 000 (exciuding 1,120.000
shares in Treasury) outstandmg in 1990 and 1989, respectively $ 2,155,197 $ 2,180,798

Retained earnings . ... . ... , Wl L T 654,836 613774
Common stock equity ... ... ey g T el P 2,810,033 2794572
Preferred stock
With mandatory redemplion provisions . .......... e ot 237,490 281,352
Without mandatory redemption provisions . . .. ol 4 427 334 427 334
Long‘term debt ... ... .... Lt P i e ' 3,729,237 3,633,656
7,204,094 7.036.914
OTHER NONCURRENT LIABILITIES
Refund obligations to customers . > 1 2 i - 23,779
Other, primarily nuclear fue! lease *b:.ga'onr et re . . 503 694 557,789
508,694 581 568
CURRENT LIABILITIES
Current portion of long-term debt and preferred stock ... . 214,138 217 706
Current portion of lease obligations . . . ., ; : \ sh T 114,943 101,057
Notes payable to banks and others. . ... ... ...... : TR 110,094 206
Accounts payable ... ... it s Ak 311,713 248,103
Accrued taxes ... .. .. Amrdp e Y el L e ] T 323,716 320 440
Accrued interest . ... ......... ol Meto Al T 84,778 84,232
Dividends declared . . . . . . o L e e T, 13,972 13,893
Accrued payroll and vacahons ........... kgt T 28,558 27,692
Current portion of refund obligations to customers ... .......... 23,888 58,752
BN L s T s LRt e i e 3 Tl Tentut b P Az BT 7,386 22,072
fi 1233 183 1103153
DEFERRED CREDITS
Unamortized investment tax credi's . .. ....... ... oo 336,136 381926
Accumulated deferred federal incame taxes . .. .. A 1,730,954 1,622 458
Reserve for Perry Unit 2 allowance for funds used durmg
CONBITUCHON . . . o v i inin v R ‘ 212,693 212,693
Unamortized gain from Bruce Mansfieid Plant N sy 626,493 655,573
Other .......... PR U R e T Kep. ot i 41988 727263
2,948,264 2,044 912
Total Capitalization and Liabilites ................ : $11,894,235 11,666,547




STATEMENT OF CUMULATIVE PREFERRED CENTERIOR ENERGY CORPORATION AND SUBSIDIARIE S
AND PREFERENCE STOCK

1990 £ nares Current _____ December 31
Quistanding Gal Price 1990 1989
CLEVELAND ELECTRIC (thousar s of doliars)

Without par value, 4,000 000 preferred shares authorized. and without par value
3,000,000 preference shares authorized, none outstanding
Preferred, subject to mandatory redemption

$ 735 SeriesC ............. 180,000 $ 101.00 $ 18,000 $ 19.000
8800 SeriesE ............... 30.000 1.034 43 30,000 33.000
7500 Series F.. ... ...... 2,384 1,000.00 2,384 2,384
8000 Series G ........... 5 ~ - - 800

14500 Series H . .. Lt ; yom == E 14 244
14500 Seres | ... Junkes, 13,779 — 13,779 17,7217
11350 Series K ... .... ) 10.000 — 10,000 10,000
Adjustabie Seties M .. ... . ... ... .. 500,000 103.00 49,000 49.000
9125 Series N . ................ 750,000 106 08 13968 73968
197,131 220,113

Less Current maturities 25,969 7,761

171,162 212362

Preferrec, not subject to mandatory redemption

$ 740 Seres A ,........ Y 500,000 101.00 60,000 50,000
756 Seies B ... .............. 450,000 102 26 45,071 45,071
Adjustable Seres L. . ... ST AT 600,000 103.00 48,950 48 950
Remarketed Seres P ...... ... hiats 750 100,000.00 73,313 73313

217,334 217,334

TOLEDO EDISON
$100 par value 3,000,000 preferred snares authorized, $25 par value
12,000,000 preterred shares authorized; and $25 par value,
5,000,000 prefererice shares authorized, none cutstanding
Preferred, subject to mandatory redemption

$100-par S1100. .00 ivin v 34 825 101.00 3,483 4 480
e e e 150,100 103.85 15,010 16,675

25par 281....... Cee.ii.. 2,000,000 26 87 50,000 50,000
68,493 71,155

Less: Current maturities 2,165 2,165

66,328 68.990

Preferred, not subject to mandatory redemption

$100 par $ 425... ... Tk b 160,000 104 625 16,000 16,000
BB i ey 50,000 101.00 5,000 5.000

T R T 100,000 102 00 10,000 10,000
R et 100.000 102 46 10,000 10.000

(S A e IRy sy 150,000 102.437 15,000 15,000

BB Ry e 150,000 101 65 15,000 15,000

(Lo f 1 e 190,000 101.00 19,000 19.000

25 par 221. EITR TS IR -ty 1,000,000 2590 25,000 25,000
2365 e I 11 1,400,000 28 45 35,000 35,000

Series A Ad;u:.table c.v 1,200,000 2575 30,000 30,000

Series B Adjustable .. 1,200,000 - 30,000 30,000

210,000 21C 000

CENTERIOR ENERGH
Without par value, 5000 000 preferred

shares authonized . . . . - o e
Total Preferred Stock, with Mandatory Rodomption Provisions = !2??_4_99 gsz 352
Total Preferred Stock, without Mandatory Redemption Provisions $427,334  $427.304

The accompanying notes and summary of significant account j policies are an integral part of this statement

22
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(8) RETIREMENT INCOME PLANS AND OTHER
POSTRETIREMENT BENEFITS

We sponsor noncontributing penson pians which cover
all employee groups The amount of reirement
benefits generally depends upon the length of service
Under certain circumstances. benefits can begin as
early a8 age 55 The plans also provide certain death
medical and disability Henefits Our funding policy 18 10
comply with the Empioyee Retirement Income
Security Act of 1974 guidelines

Dunng 1990 we offered our second Voluntary Early
Retirement Opportunity Program (VEROP ) Operating
expenses for 1990 included $15 000,000 of pension
plan accruals to cover enhanced VEROP benefits
plus an additional $28 000 000 of pension costs for
VEROP benetits being paid (o retirees from corpotate
funds The $28 000 000 is not included in the pension
data reported below Operating expenses for 1990 also
included a credit of $41 000,000 resulting from a
settiement of pension obligations through lump sum
payments to a substantial number of VEROP relirees
Net pension and VEROP costs (oredits) for (988
through 1990 were comprised of the following
components

1990 1989 1988

(m._.é'.m';)»,.
Pension Coste (Credits )
Service cosl for benetitn sarmed
duning the penid : $16 S $12
interest cost on projecied baneit
obligation 3w bar e b 37 a5 a3
Actual retum on plan asseis {8) (14) (78)
Nesl amontization and delersl s 13 19
Net pension credits (8) (1) (12)
VEROP cost . 15 - ¢
Settiement garn RN B 41y - R o
Net oredits g_g.\ ig;) ;ég)

The following table presents a reconciliation of the
funded status of the plans at December 31, 1990 and
1989

December 31,
(millions of doliars )
Actuanal present value of benelit
obhgations
vested benelis $ 330 $ 328
Nonvested benefits 24 28
Accutmuliled baneli! oblgation J54 356
Eftect of future compensation levels . 1 P L
Tolal projecied benelit abligation A28 473
Pian assots al fai market value . 653 761
Surplus of plun assels over projecied
benetit obhgation 2er 288
Unrecognized net gain due o vanance
between assumplions and expenence (88) {183)
Unrecogrized priky service cost 13 8
Transition weset al January 1, 1987
beng amortized over 19 years (126 _(1a1)

Net prepaid (accrued ) pension cos!
included in other deferred charges

{eredits ) on the Balance Sheet $ 26

e
=
o

The settiement (discount) rale assumption was
B 5% tor December 31, 1990 and 8% for Decernber 31,
1889 The long-term rate of annual compensation
increase assumphion was 5% for both December 31,
1990 and December 31, 1988 The long term rate of
regtgm on plar: assets assumption was 8% in 1980 and
1088

Plan assets consist primarily of investments in
common stock, bonds. guaranteed investment
contracts, cash equivalent securities and real estatle

The cost of postrotrement medical benefits
amounted to $6 500,000 in 1890, $5.000.000 in 1989
and $3 800000 in 1988 Consistent with current
ratemaking practices, these coste are recorded when
paid

in December 1990, a new accounting standard for
postretiremen! benefits other than pensions was
issued This standard requires employers to accrue
the expected cost of such benefits during the
employees years of service The standard also
requires the recording of a cumulative transition
obligation adjustment which can be recognized
immediately, subject to certain imitations, or amortized
over tive longer of 20 years or the average remaining
service penod ol aclive employees expectad 1o receive
benefits We are required 1o adopt the new standard
no later than 1993 Although we have not completed an
analysis 10 determine the eMect of adopting the new
standard, we do not expect adoption 1o have a
material adverse effect on our tinancial condition or
results of operations because of expected fulure
regulatory treatment. Any liabilities recorded pursuant
to the stevdard may be essentially offset by reguiatory
assels (0 aflect anticipated tuture revenues associated
with recovery through rates

(9) GUARANTEES

Under two long-term coal purchase arrangements,
Cleveland Electric has guaranteed certain loan and
lease obligations of two mining companies Toledo
Ecison 1s also a party 1o one of these guarantee
arrangements This arrangement requires payments to
the mining company for any actual out-of-pocket idie
mine expenses (as advance payments for coal) when
the mines are idle for reasons beyond the control of
the mining company Al December 31, 1990, the
principai amount of the mining companies’ loan and
lease obligations gQuarenteed by the Operating
Comparies was $109,000 000
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(10) CAPITALIZATION
(&) CAPITAL STOCK TRANSACTIONS

Shares soid. retired and purchased for treasury during
the three years ended December 31, 1980 are listed in

the foliowing table
1890 1680 1088
{thousands of shares )
Gommon Stook
Employee Savings Plan — - ?
Employee Purchase Plan - 36 B2
1978 Key Employee Stook
Option Plan - 17 27
Tota Common Stock Sales - 63 118
Treasury Shares . . (1.301)  (1,082) (2)
Net Change . !n,zm; 5‘0?9) 114
Cumulative Pretetres and

Praference Stock of Subsidiaries
Sutiec! 1o Mantatony

Redemption
Cleveland £lactng Retirements
Pretered
$ 736 Senes C (10) {10) (10
B8 00 Seres £ (3) (3) {3)
7500 Seves F .. - {1 (14)
B0 00 Senes G (1) {2) ih)
146 00 Senes (14) (4) (4)
145 00 Senes | (4) 4) (4)
Preterence
§ 77 50 Sones 1 ‘ - (6) ("
Toledo Edison Retirements
Prelemed
§100 par $11 00 (10) (6 (%)
pars ... . Ly (7 __{17)
Total 559) ’ﬁa) 569)

Cumulative Preferred Stock of
Subscianes Not Subjec! to

Mandatory Redemption
Toledo Edison Retirements
$25 par 347 - -~ {1,200}
Total .. .. 1y ed 8 - — ‘i,zool

Shares of common stock required for the Employee
Savings Plan and the Employee Purchase Plan are
being acquired n the open market

nterior Energaoban a program in 1989 to
purchase up to 3.000,000 shares of its comman stock
al prevailing prices in the open market in the period
between March 28, 1989 and March 31, 1991 As of
December 31 1890, 2 510,000 shares had been
purchased at a total cost of $46 198,000 Such shares
are being he!d as treasury shares

(b) COMMON SHARES RESERVED FOR ISSUE

Common shares reserved for issue under the Employee
Savings Plan and the Employee Purchase Plan were
3176727 and 21448 shares, respectively, at
December 31, 1990

Stock options to purchase unissued shares of
common stock under the 1978 Key Empioyee Stack
Option Plan were granted at an exercise price of 100%
of the fair market value at the date of the grant. No
additional options may be granted The exercise prices
of option shares purchased during the three years
ended December 31, 1990 ranged from $14 09 to
$17.41 per share Shares and price ranges of

outstanding options held by employees were as

follows
1678 Key £
$106k Colion s
1980 1989 1968
Options Outstanding e!
December 31
Shares 168656 216187 3146883
Option Prices $1408 $14001t0 $1400 W0

$20 73 $2073 $2073

(¢) EQUITY DISTRIBUTION RESTRICTIONS

At December 31, 1990, consolicated retained earnings
were comprised almost estirely of the undistribuied
retained earnings ol the Operating Companies
Substantially all of therr retained earnings were
available for the declaration of dividends on their
respective preferred and common shares. All of thel
common shares are held by Centerior Energy

Any financing by an Operating Company of any of
its nonutility attilates requires PUCO authorization
unless the financing 18 made in connection with
transactions in the ordinary course of the companies’
public utilities business operations in which one
company acts on behall of anothet

(d) CUMULATIVE PREFERRED AND
PREFERENCE STOCK

Amounts 10 be paid for prelerred stock whie! must be
redeemed durnng the next five years are $28 000 000
in 1991, $18,000,000 in 1992 and $43.000.000 in
each year 1993 through 19956

The annual mandatory redemplion provisions are as

follows Annual Mandatory
Redemplion Provisions
Shares - Price
To Be B:%\ Pet
Hedeemen in Share
Cleveland Electnc
Pretorred
$ 735 Series C 10.000 1984 $ 100
B8 00 Seves £ 3,000 1881 1,000
76 00 Senes F 2 384" 1885 1,000
145 00 Senes | 1 968 1086 1,000
113 50 Series K . 10.000 1991%* 1,000
Adjustabie Seres M 100.000 1961 100
8126 Senes N 160,000 1983 100
Toledo Edson
Pratered
$100 por $11.00 . § 000 1978 100
94ars =t 16.660 1985 100
bpar 281 .. ‘ 400,000 1693 25

* Represents remaining shaces 10 be redeemed March 1, 1881
* LA outstanding shares 10 be redeemed June 1, 1961

The annualized cumulative preferred dividend
requirament as of December 31, 1890 1s $60,000 000

The preferred dividend rates on Cleveland Electric's
Series L and M and Toledo Edison's Series A and B
fluctuate based on prevailing interes! rates, with the
dividend rates for these wsues averaging 8 38%,
7. 71%, 9.06% and 9 B4% respectively, in 1990 The
dividend rate on Cleveland Electric's Remarketed
Series P averaged 8 01% in 1990

Under its articles of incorporation, Toledo Edison
cannot issue prefarred stock uniess certain earnings
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Toledo Edison would have been permitted 1o ssue
approximately $177 000000 of bonds based upon
avallable bondable property st December 31 1990
Toledo Edison also would have been permitted 1o ssue
approximately $56 000,000 of bonds based upon
refundabile bonds al December 31, 1890 It Perry Unit
2 had been canceled and written off as of December
31,1990, the amount of bonds which could have been
issued by Toledo Edison would not have changed

Certain unsecured loan agreements ol Toledo
Edison contain covenants relating 1o capitalization
talios. earnings coverage ratios and limitations on
securen tinancing other than through first marigage
bondy of certain other transactions An agreement
relating 10 a letter of credil issued in connection with
the sale and leaseback of Beaver Valley Linit 2 (as
amended in 1888) contains several inancial covenants
affecting Centenor Energy and the Operating
Companies. Among these are covenants relating 1o
earnings coverage ratios and captalization ralios
Centenor energy and the Operating Companies are in
compliance with these covenant provisions We
believe Centenor Enetgy and the Operating
Companigs will continue to meet these covenants in
the event of a write-off of the Operating Companies
investments in Perry Unit 2. barng untoreseen
circumstances

(11) SHORT-TERM BORROWING
ARRANGEMENTS

Qur bank credit arrangements at Decemnber 31, 1990
were as follows
Cievelana  Toledo  Setvice
Lol Edwon  Compary  Towl
{thousands of doliars )

Bank Lines of
Craat $162000 $75 560 SHO00  $235 550

Thare were no borrowings under these bank credit
arrangements al December 31, 1990 An additional
$5,000.000 line of credit is avallable to the Service
Company under a $30 000 000 Cleveland Electne ine
of credit. it unused by Cieveland Electnc. The
$5.000.000 ine of credit is included in the Cleveland
Electric total

Short term borrowing capacity authotized by the
PUCO s $300 000 000 tor Cleveland Electric and
$160.000.000 for Toledo Edison The Operating
Companies have been authorized by the PUCO te
bortow from each ather oh a shortlerm basis

Mos! borfowing artangements under the Operating
Companies' short-term bank lines of credit require &
tee of 0 25% per year 10 be paid on any unused portion
of the linee of credit. For those banks withou! lee
requirements the average dally cash balance in the
bank accounts satistied informal compensating
balance artangemerits

At December 31 1990, Cleveland Electric and
Toledo Edison had $87 110,000 and $23.200 000,
respectively of commercial paper outstanding The
commercial paper was backed by al leas! an equal
amount of unused bank lines of credit for both
Operating Companies

The tee for the Service Company's lines of credit s
0.25% per year to be paid on any unused portion of its
ines ol creait

No tormal shart term borrowing arrangements have
beern established tor Centerior Energy

(12) CHANGE IN ACCOUNTING FOR UNBILLED
REVENUES

Prior 1o 1988 revenues were recorded in the
accounting period duting which meters were reac
Utility service rendered atter monthly meter reading
dates through the end ol a caiendar month (unbilied
revenues ) became a part of operaling revenues in the
following month. In January 1988 we adopted a
change Iin accounting for revenues in order 10 accrue
the estimated amount of unbilled revenues at the end
of each month

The adoption of this accounting method iIncreased
1988 net income $3 581,000 (net of $1 845 000 of
income taxes) and earnings per share § 03 before the
cumulative effect on periods prior to January 1, 1988
The cumulative effect of the change on the periods
prior to January 1, 1988 was $28 153,000 (net of
$18 728,000 of income taxes ), or $ 20 per share, and
was included in 1988 net income
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ExecuTIVES OF CENTERIOR ENERGY CORPORATION
AND CENTERIOR SERVICE COMPANY

CENTERIOR ENERGY CORPORATION

l Richard A. Milie
HRobenrt Far
X Vice Presid Murray R Edelma
L { - { Edgar H. Maugans
CENTERIOR SERVICE COMPANY
¥ ' 104 [ hard A. Miller
Robert J. Fat g
Murray R. Edeimar '

Edgar H. Maugans

Lyman Ph‘r“?

Fred J Lange

Paul G. Busby

Gary M. Hawkinsor

E. Lyle Pepin

Alvin Kaplar

Fred J. Lange, Ji

john §. Levich

Michael D, Lyster

David L. Monseau
Thomas M. Quinn

Donald K. Saunders

Donald C. Shelton
Paul G “H‘.-f‘y
Gary M. Hawkinson

E. Lyle Pepir




FINANCIAL AND STATISTICAL REVIEW

Operating Revenues (thousands of doliars

0 $718 , $6nt 8779 M $18% 4 VB : { s W/ ¢ ¢ | VA
Jperating Expenses (thousands g ars
9 $4 ¢ $H62 T8 $251 64 $280 42¢ $ (4 § W ¢ $1 B¢ 19t
income (Loss) (thousands of daoliars
&
a8 $504 57¢ 4 hE $ $2056 OB¢ 5 : Bak $704 58 S84 278 L L 88 $326 30(
.

income (Loss) (thousands of dollars ommon Stock (dollars per share & %)




CENTERIOR ENERGY COMPORATION AND SUBRSIDIARI | §

Electric Sales (millions of KWH) Electric Customers (year end) Residential Usage
Avetage  Averape
A Frice Hevoruw
Ittt L P P
Youo! Resentl Commerow’  indusingl Whosae Ciher  Tolal  Hewidentie Commercial 8 Diner  toww  Cestome KW Cugiome

1990 6 666 6840 12 168 148 950 26780 S'B B6ES G4 622 12906 1026383 7078 10.82¢ $765.80

a0 G 3o fi B30 12620 420  9O6 T BB 814 020 83 B33 13 763 1 020 616 7 2% 10 OB 737 &R
1968 6 820 G677 12 783 BG3 G40 08 0wD S0P 1RD a2 132 2308 1013610 7 462 an 680 06
1087 6 Bhp £ 350 11985 300 848 06 347 903 365 80 148 18 240 't 006 753 TV 846 BBh 43
106§ 6527 6230 1 A00 247 00 26026 BEBGAD BT 947 12012 BORSA2 7108 918 6549
980 64Md § 431 15T 163D AQE 2R BN BB2 OKY  BAGDZ 11480 GTH DA T 1Ny E16 447 98
Load (MW & %) Energy (millions of KWH) Fuel
D bl
Capao! : Nert i Iy
a nm:a‘ Poak Daposity Lond oo Bompany Clenacated Purchissed Fuel Som ‘3‘%’ o
You L OPew losd  Magn | Feolr o Nucew ol Towe ol Perxwn e
1990 v 437 5 261 16.9%, B36% 21114 B 481 30 695 (1926) 28 669 1.62¢ 10 364
1989 6 440 5 389 62 6aa 20174 12122 82 260 (¢ 788y RO ST 1 a7 10 436
1988 S6a6(d) 5673 (273 608 21676 T H0S 20361 920 30 301 160 10 410
1967 5086 5173 139 636 20804  B90T 27 8O 601 28 402 159 10 466
1086 5 189(d) 502 a4 630 ¢ 73 24 ¢ 764 4 562 21 s 1.79 10 202
1980 . 113 4 638 242 G4 3 20 015 214 e 18y 5 246 27 376 166 10 619
Investment (thousands of dollars )
Constiuc o |
Wark In T ot
Utiity Accumutaled Progress At Proppaity Uibty
Plant in Depenciation & et & Parey F e and it and Pan) fota!
Yow Bervice . Amottaeien Pent L UME o Oe Baupment  Adedons  Assels
1690 S8 645 B8R $2 0566 244 $6 592 baa §1 133 838 $568 124 $6 294 %00 $ 261012 $11 894 235
1688 B4y 118 1 831 767 6 878 346 1187 273 f61 g2 B 328 314 230 197 11 666 Sa7
1088 i B 143 673 | BES 304 6 574 360 {222 732 G40 OR7 5 440 188 343 143 11 673 098
1887 6 388 114 | 324 448 7 063 668 1007 707 656 350 B Y27 7126 847 921 11 3490 B36
1986 4 634 h42 1 367 geg 3271 880 & 207 782 662 664 #1162 220 1 134 748 10 011 8d:
1ORO 3 602 029 778 4RB 2 BZ3 sl 1 331.323 HO GHO(@) 4 244 547 633 80 A B2T 944
Capitalization (thousands of dollars & %)
Pratprred § Pretergnce Praloret Stock withou!
Slack  wath Mandalory Mardsalony Redemption
Yow .. Sommon Steck Eqaity  Redemplon Provisons o Powsons - Long Tetn Dett Tow
1990 $2 810 033 9% $247 490 KoY $427 334 6% $3 700 27 52% $7 204 094
1880 R 794 572 a0 281 352 4 427 334 6 3543 656 50 7006 014
1988 271 144 a9 a3 ™ 4 427 334 € A 651 614 £ 7 0bd 473
1OR7 3106 080 41 3435 98k 4 457 334 6 3718 248 44 7 628 628
1988 ! £ 991 34 39 487 g4 7 404 021 B 8 702 402 a8 7675678 ‘
1980 .. 1 885 229 36 327 000 8 245 071 ¢ 1 926 634 80 3 R8I 254 |

{d) Capacity data refiec! extended generating uhil outages 1or renpvation and impeovemants

(#) Restated for effects ol capitalization of nuciear fus! lpase and hnancing artangaments punuant to Statement of Financial Accounting Standards 71
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BoaArD OF DIRECTORS

Richard P. Anderson, Presioent and Chief Executive
Officer of The Andersons Management
Corporation, a grain, farm supply and
retailing firm.

Albert C. Berstioker, President and Chief Operating
Officer of Ferro Corporation, a producer of
specialty chemical materials for manufactured
products.

Leigh Carter, Retired President and Chiet Operating
Officer of The BFGoodrich Company, a
producer of chemicals, plastics and aero-
space products. Chairman of Tremco,
Incorporated, a manutacturer of specialty
chemical products and a wholly owned
subsidiary of The BFGoodrich Company.

Thomas A. Commes, President and Chief Operating
Officer of The Sherwin-Willlams Compary, a
manufacturer of paints and painting supplies.

Wayne R. Embry, Executive Vice President and
General Manager of the Cleveland Cavaliers,
a professional basketball team. Chairman of
Michael Alan Lewis Company, a fabricator
of hardboard, fiberglass and carpeting
materials for the automaotive Industry.

Robert J. Farling, President and Chief Operating
Officer of the Company and Centerior
Service Company.

Robert M. Ginn, Executive in Residence at John
Carroll University. Also Chairman Emeritus
of the Company and retired Chairman and
Chief Executive Officer of the Company.

Roy M. Holdt, Retired Chairman of White
Consolidated Industries, Inc., a manutacturer
of products for the home, principally major
appliances, and machinery and equipment
for industry.

George H. Kaull, Chairman and Chief Executive
Officer of Premix, In¢., a developer, manu-
facturer and fabricator of thermoset reinforced
composite materials.

Richard A. Miller, Chairman and Chief Executive
Officer of the Company and Centerior
Service Company.

Frank E. Mosier, Vice Chairman of BP America Inc
a producer and refiner of petroleum products.

Sister Mary Marthe Reinhard, SND, Director of
Development for the Sisters of Notre Dame
of Cleveland, Ohio. Former President of
Notre Dame College of Ohio.

Robert C. Savage, President of Savage & Associates,
Inc., an insurance, financial planning ana
estate planning firm.

Paul M. Smart, Retired Vice Chairman of the
Company and The Toledo Edison Company.

William J. Williams, Chairman and Chief Executive
Officer of Huntington National Bank.

John P. Williamson, Chair nan Emeritus

CommiTTEES OF THE BOARD
Capital Humari
Audit Expenditures  Executive Finance Resources Nominating Nuclear
TA Commes, G.H. Kaull, R.A Miller, R.A. Miller, W.J. Williams, F.E. Mosier, R.P. Anderson,
Chairman Chairman Chairman Chairman Chairman Chairman Chairman
L. Carter AC. Berstickar R.M. Ginn R.P. Anderson L. Carter R.P. Anderson AC. Barsticker
St MM. Reinhard R.J. Farling R.H. Holdt TA.Commes R H. Holdt AC. Bersticker R.J Farling
W.J. Williams R M. Ginn W.J. Williams R.J. Farling G H. Kaull L. Carter R.M. Ginn
R.A. Miller R.M. Holdt F.E. Mosier TA Commes R.H. Holdt
F.E. Mosier R.C. Savage WR Embry R.A. Milier
Sr. M.M. Reinhard PM. Smart R.M.Ginn Sr. MM, Reinhard
R.H. Holdt
G.H. Kaull
R.A Miller
S M.M. Reinhard
K .C. Savage
PM. Smart
W.J. Williams
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SHARE OWNER INFORMAT ION

DIVIDEND REINVESTMENT AND STOCK PURCHASE

PLAN AND INDIVIDUAL RETIREMENT ACCOUNT

(CX+IRA)
The Company has a Dividend Reinvestment
and Stock Purchase Plan which provides
share owners of record and customers of the
Company's subsidiaries a convenient means
of purchasing shares of Company common
stock by investing a part or all of their
quarterly dividgends as well as making cash
investments, In addition, individuals may
establish an individual retirement account
(IRA) which invests in Company common
stock through the Plan. Information relating
10 the Plan and the CX+IRA may be obtained
from Share Owner Services at the Company.

SHARE OWNER SERVICES
Communications regarding stock transter
reguirements, lost certificates, dividends and
changes of address should be directed to
Share Owner Services at the Company. To
reach Share Qwner Services by phone, call:

In Cleveland area 642-6900 or 447-2400
Qutside Cleveland area 1-800-433-7794

Please have your account number ready
when calling.

INVESTOR RELATIONS
Inquiries from security analysts and institutional
investors should be directed to Terrence R
Moran, Manager-investor Relations, at the
Company's mail address or by telephone at
(216) 447-2882

TRANSFER AGENT
Centerior Energy Corporation
Share Qwner Services
PO. Box 94661
Cleveland, Ohio 44101-4661

Stock transters may be presented at
PNC Trust Company of New York
40 Broad Street, Fitth Floot

New York, N.Y. 10004

EXECUTIVE OFFICES
Centerior Eneryy Corporation
6200 Oak Tree Boulevard
Indeperidence. Ohio
Telephone: (216) 447-3100
FAX: (216) 447-3240
MAIL ADDRESS
Centerior Energy Corporation

P.O. Box 94661
Cleveland, Ohio 44101-4661

REGISTRAR
Ameritrust Company National Association
Corporate Trust Division
PO. Box 6477
Cleveland, Ohio 44101

CX+IRA CUSTODIAN
Ail communicutions about an existing CX+IRA
should be directed to the Custodian at the
address or telephone numbers listed below:

Ameritrust Company National Association
Corporate Trust Division

PO Box 6477

Claveland, Ohio 44101

In Cleveland area 737-5742 or 737-5744

Elsewhere in Ohio
1-800-362-0697, Extension 5742

Qutside Ohio
1-800-321-1355, Extension 5742

INDEPENDENT ACCOUNTANTS
Arthur Andersen & Co.
1717 East Ninth Street
Cleveland, Ohio 44114

COMMON STOCK
Listed on the New York, Midwest and Pacific
Stock Exchanges. Options are traded on
The Facific Stock Exchange. New York Stock
Exchange symbol—CX. Newspaper
abbreviation-—CentEn or CentrEngy.

ANNUAL MEETING
The annual meeting of the share owners of
the Company will be held April 23, 1991,
Owners of common stock as of February 26,
1991, the record date for the meeting, will be
eligible to vote on matters brought up for
ghare owners consideration.

FORM 10-K
The Company will furnish to share owners,
without charge, a copy of its most recent
annual report to the Securities and
Exchange Commission (Form 10-K) and,
upon payment of a reasonable fee, a copy of
each exhibit to Form 10-K. Requests should
be directed to the Secretary of the Company.

AUDIO CASSETTES AVAILABLE
Share owners with impaired vision may obtain
audio cassettes of the Company's Quarterly
Reports and Annual Report. To obtain a
cassette, simply write or cail Share Owner
Services. There is no charge for this service.
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